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1. Satellite reaction to Tmith-liolotoy exchapge--The US Mili-

~ tary Attache in Sofin reports that the Bulgarian public has
interpreted the Smith-1olotov exchange as a US ultimatura
to the USSR to cease interiering in such countries as Eulgaria,
and as the first indication of definite action by the US to 1ib-
erate eastorn Furope. The MA ndds that faflure of the US
action to produce deiintte relief from Communist oppression
in Bulgaria will result in almost complete disillusionment
concerning US world influence. Y% Minister Heath in Buda-
nant also revorts that the US-3oviet exchange has added to
n fecling of optimism which has been growing in Hungary
since the Kalian elections. According to Heath, many Hon-
garians now feel that Hangary’'s political life may be sub-

~ siantially changed even if there is no war, and that the Soviet

tide will now begin to recede. '

RUROPE \ ' !

2. TRIESTE: Separate ERS staws urged for US-UK Zone--
General Alrey, US-U¥ Commander in Triests, recommends
that the US~U¥ Zone be granted individual membershin in
the Furopean recovery program instead of receiving aid
as ‘‘a part of Raly.”’ General Airey noints out that failure
to grant the Zone indivicual membership (a) might result
in AMQG being forced to fake part in a form of economic
warfare with Yugosiavia which would result in increased
political tension; (b) would make it irapossible for AMG to
mainiain the existing political balanes in the US-UX Zone;
and {¢) would retard economic developmient In Trieste and
severely limit Trieste’s contribution to westérn Eurcpean

recovery.
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3. AUSTRIA: USSR reducss txavel restrictions--According 9
US Commanding General Keyer, ibo Soviet deputr coramis;

Sionor has told a Ot officlal in Vienna that thera 11 no lorg s
reason to continue the present praohibiidons on U o avel
through the 3oviet ore. Cencaraing the Soviet ¢ f¥=i:1's
indication that the Sovie: repateintion mission ha 3 l.eca wﬂl
pleased with its treatinint i the US Zoae, Keyes peinis

that the Soviet travel reviristion: had been lrapo v 253 ally gwd
reprisals for discourtanies o 4 previcus Soviet cl:sio.

(CTA Comment: 'Within the past two week 3 ihs Sovjer
attitnde toward the U3 &1 Austria kas Laen lacres s 3giy ¢t -
ciliatory. The reatmisiicn of th: Soviet repatrtition mird cn
has afforded the USSR an oprortentty, without loety: face, 10
discontinue the remainig resteictions on US trawl thrmr;l
the Soviet Zona.)

i lon of treaty (s)y--The ﬁ
Department of Staw hna advm% 3 represesiriive at

Austrian treaty talks in Londor. t”aat while the US cz:n consi im
no concessions on the issuer of honﬂer revisioes end rep -
tions, the US wishes (i) o avoid “‘closing the dom’’ on fehxo
treaty discussions; and tb) to be in a position to rerume ng o~
tiations if circumstances myke early conclusion ¢l a tree-
desirable. The Deparinient supg:sts that negotlst ons be gic~
pended for a week to pormit the fioviet delegates {) obtain |
structions from Mescow; if the USER then makes ro aceep
proposals, the US &leg}tion might consult with thq Bricis}
French on the advisability o’ adjourning the tlllw r o de
period of perhans four montas,

ibde
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J i oe

FAH EAST

4, CHINA: Pogsible ¢ » ~shgk--US Exljazisy
Nanking reports that {hi.ang Kai-shek’'s recant mminry apg oiat -
ments and prospective Cabiret reshuffiing indicate that beis
incapable of comprehending recent developments i3 China (r
of adapting himself to tham. The Embassy belisves that
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reform movement, centering around the new vice president

Li Teung-jen, has reached such proportions that ““it can no

- longer be denied.”” The Embassy aleo considars that (a) Ching

Wai-shek, because of his inflextbility and blindness, will be ro-
moved frorm the politleal scene by those forces he is seeking to
smother; and () “‘the coommer this happens, then the greater vil
be the prospecis that the reform forces can rally the country

to check the Communist tide.”’

{CIA ‘Comment: “While the fall of C}uang “ai-sheik may

“rot be imminent, CI\ concurs in the Embassy’s ovinton that

the nrassures 'foz; hls remowvnl ara steadily gathering strengt:.
However, Chiang s Jenirtuea from the political scene would
ltkely be accompanied at first by further distntegration in

‘Natlonalist Chin~; under these conditions, the Chinese Com-

munists would gain some initial advantages.)

THS *MERICAS

VENEZUELA: Reported plaps for oil-field sabotage--US Con-
sulate Aruba reports that the Governor of the Lutch islands o?
Aruba and Curacao has received ‘‘reliable information’ of
vlans to sabotage the Lake Maracaibo ofl fields in Venezuala
on 15 2ay and to sink a ship in-the Lake’s outlet channel to
the Cartbbean. (During the last month, US and Venczuelan
suthorities and the local oll companies have recoived several
revorts of Intended sabotage., Both production facilities in

- Venezuela and rofining facilities in the neighboring Dutch

islands of Aruba and Curacao are highly vulnerable to sabo-
tage; one ship sunk in the Maracaibo channel would offectively

. cut off a large vroportion of the czude ofl going to the refin-

- eries on the islands.)
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